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SUBJECT: BANK OF ENGLAND CALLS FOR SPECIAL DEPOSITS 

1 . THE BANK OF ENGLAND CALLED FOR AN EXTRA 1 PERCENT 
(ROUGHLY 350 MILLION POUNDS) IN SPECIAL DEPOSITS ON SEP- 
TEMBER 16. THIS WILL INCREASE THE REQUIRED RATIO OF SPEC- 
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THE INCREASE WILL BE EFFECTED THROUGH TWO EQUAL PAYMENTS 
ON SEPTEMBER 28 AND OCTOBER 6, DATES CHOSEN TO MINIMIZE 
IMPACT ON SHORT TERM MONEY MARKET AND INTEREST RATES. 

2. COMMENT: THE INCREASE IN SPECIAL DEPOSITS IN HAND 
WITH THE SEPTEMBER 10 INCREASE IN THE MINIMUM LENDING 
RATE WILL ACT TO TIGHTEN CREDIT TOWARD YEAR'S END. 

BANKERS, HOWEVER, DO NOT EXPECT THE CALL TO APPRECIABLY 
RESTRICT THEIR LENDING. RATHER IT REMOVES A BUILD-UP 
OF LIQUIDITY IN THE SYSTEM (RATIO BANK RESERVE ASSETS IN- 
CREASED FROM 14.2 PERCENT IN JULY TO 15.1 PERCENT IN 
AUGUST). THE CALL IS SEEN AS A PRECAUTIONARY WARNING 
RATHER THAN A SERIOUS IMPEDIMENT TO LENDING. IT ALSO 
SERVES AS AN INDICATION OF THE BANK OF ENGLAND'S DESIRE 
TO MAINTAIN CONTROL OF FUTURE GROWTH OF MONEY SUPPLY. 
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